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PREFACE 

The  report  to  The  Lieutenant  Governor  in  Council  by  the 
Oil  and  Gas  Conservation  Board  dated  November,  i960,  dealt  with 

(  3. ) 

the  applications  of  the  Bailey  Selburn  group  and  the  Mic  Mac 

(b ) 

group  '  for  the  removal  from  the  Province  of  gas  from  the 
Medicine  Hat  Field  and  followed  hearings  of  those  applications 
in  August,  I96O0  In  the  report,  the  Board  recognized  that 
migration  of  gas  does  or  will  occur  from  the  areas  of  application 
toward  adjacent  producing  areas*  It  was  stated  that  "the  only 
way  in  which  this  undesirable  drainage  can  be  minimized  or 
prevented  is  by  affording  each  of  the  applicants  the  opportunity 
to  produce  and  market  gas.  This  production  may  be  marketed  in 
one  of  two  ways: 

1*  The  gas  (or  a  substantial  part  of  it)  might  be 

removed  from  the  Province  under  new  permits  issued 
as  a  result  of  the  present  applications *  (In  this 
case  a  corresponding  part  of  the  future  require¬ 
ment  of  the  Medicine  Hat-Redcliff  area  would  have 
to  be  met  from  sources  other  than  the  Medicine  Hat 
and  Etzikom  Fields)* 

(a)  The  Bailey  Selburn  group  consists  of  Bailey  Selburn  Oil 

and  Gas  Ltd*,  B-H  Petroleums  (Alberta)  Ltd*,  The  California 
Standard  Company,  Charter  Oil  and  Gas  Ltd*,  Crowfoot 
Exploration  Ltd*,  Selbay  Exploration  Ltd*,  and  J*  Merril 
Wright,  <Jr* 


(b)  The  Mic  Mac  group  consists  of  Consolidated  Mic  Mac  Oils 

Ltd.,  Mayfair  Oil  8c  Gas  Ltd*,  and  Richfield  Oil  Corporation* 


2«  The  permits  applied  for  might  be  denied  and  the 

gas  produced  might  share  in  the  existing  local 
market  and  the  extraprovincial  markets  being  served 
under  the  existing  permits.” 

The  Board  reserved  its  decision  on  the  two  applications  to 
give  the  City  of  Medicine  Hat  and  other  interested  persons  an 
opportunity  to  make  representations  respecting  these  alternate 
methods  of  marketing  production <>  A  public  hearing  was  held  for 
this  purpose  on  March  20  9  19&1,  in  the  Medicine  Hat  Court  House „ 
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REPRESENTATIONS  OF  INTERESTED  PERSONS 
The  submissions  presented  revealed  that  interested  persons 
were  divided  generally  into  two  groups:  those  favouring  additional 
permits  and  opposed  to  enforced  market  sharing  and  those  opposed  to 
both  additional  permits  and  enforced  market  sharingo  While  the 
majority  of  submissions  were  opposed  to  any  form  of  compulsory 
market  sharing9  some  indicated  opposition  only  to  the  specific 
scheme  presented  for  illustrative  purposes  in  the  Board’s 
November,  i960,  report 0  The  latter  submissions,  however,  did  not, 
in  the  Board’s  opinion,  present  any  practical  suggestions  to 
remove  their  objections  to  the  illustrative  scheme „  The  dis¬ 
advantages  of  enforced  market  sharing  outlined  by  the  Board  in 
its  November,  I960,  report,  were  generally  accepted  and  in 
addition  others  were  presented,, 

The  applicants  and  several  producing  companies  supported 
a  policy  favouring  additional  permits;  most  of  the  consumers  on 
the  other  hand  opposed  it„  The  producing  companies  argued  that 
the  issuance  of  additional  permits  is  the  only  practical  manner 
of  resolving  the  problem  of  drainage „  They  submitted  that 
additional  permits  are  justified  because: 

lo  There  are  sufficient  established  reserves  in  the 

Province  to  meet  the  thirty-year  requirements  of 
the  Province  as  a  whole  and  in  view  of  the 
facilities  of  The  Alberta  Gas  Trunk  Line  Company 
Limited  it  is,  therefore,  unnecessary  to  commit 
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reserves  of  gas  within  the  immediate  area  of  a 
market  to  that  market* 

2.  It  would  lead  to  the  orderly  development  of  the 

field  with  wells  being  drilled  only  when  required 
to  meet  deliverability  commitments,  thus  providing 
gas  at  minimum  cost  for  local  as  well  as  extra¬ 
provincial  markets. 

The  consumer  representatives  argued  that  additional  permits 
should  not  be  issued  because: 

1*  All  of  the  presently  uncommitted  gas  in  the 

Medicine  Hat  Field  is  necessary  to  meet  the  thirty- 
year  requirements  of  the  Medicine  Hat-Redcliff  area. 

2.  It  would  result  in  increased  costs  for  gas  to  the 

consumers  in  the  Medicine  Hat  area  since  supplies 
would  have  to  be  obtained  from  more  distant  fields 
and  this  would  have  a  serious  impact  on  the  com¬ 
petitive  advantage  of  Medicine  Hat-Redcliff 
industries o 

The  views  of  all  persons  presenting  submissions  are  presented 


in  detail  in  Appendix  A* 


« 
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VIEWS  OF  THE  BOARD 

The  Board  has  studied  the  various  representations  made  at 
both  the  August 9  19609  and  March,  1961,  hearings  regarding  the 
advantages  and  disadvantages  of  market  sharing  and  additional 
permits o  Its  evaluation  of  these  two  alternatives  follows « 


Market  Sharing 

In  its  consideration  of  market  sharing,  both  in  the  November, 
i960 9  report  and  in  this  report 9  the  Board  has  had  in  mind  a 
scheme  which  might  be  introduced  under  the  provisions  of  section 
36  of  The  Oil  and  Gas  Conservation  Acte  The  pertinent  parts  of 
section  36  read  as  follows s 

"The  Board,  with  the  approval  of  the  Lieutenant  Governor 
in  Council,  may,  by  general  or  special  orders,  restrict 
the  amount  of  oil  or  gas  or  both  that  may  be  produced  in 
the  Province 

(d)  by  limiting  the  total  amount  of  gas  that  may 
be  produced  from  any  pool  having  regard  to  the 
market  demand  as  determined  by  the  Board,  for  gas 
from  the  pool  and  gas  from  other  pools  that  may  be 
used  to  satisfy  the  demand,  to  the  efficient  use 

of  gas  for  the  production  of  oil  and  to  the  efficient 
utilization  of  the  gas  reserves  of  the  Province,  and 

(e )  by  distributing  the  amount  of  gas  that  may  be 
produced  from  a  pool  in  an  equitable  manner  among 
the  wells  in  the  pool,  for  the  purpose  of  giving 
each  well  owner  the  opportunity  of  producing  or 
receiving  his  just  and  equitable  share  of  the  gas 
in  the  poolo" 

In  the  distribution  of  the  amount  of  gas  that  may  be  produced  to 
meet  the  market  demand  the  number  of  wells  owned  by  an  operator 
would  greatly  influence  his  market  share „  In  its  November,  I960, 
report  the  Board  referred  to  the  possibility  of  enforced  market 
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sharing  (regardless  of  the  type  of  plan)  encouraging  premature 
field  development  and  to  the  fact  that  it  would  result  in  a 
substantial  reduction  in  the  producing  rate  of  many  of  the  pre¬ 
sently  drilled  wells  in  the  field  particularly  in  the  City  of 
Medicine  Hat  area0 

The  opinions  expressed  at  the  hearing  confirmed  the  serious¬ 
ness  of  these  objections 0  The  drilling  of  wells  before  they  are 
physically  required  and  for  the  purpose  of  qualifying  for  market 
share ,  together  with  curtailment  of  production  from  existing  wells, 
could  not  help  but  add  to  the  over-all  cost  of  gas  production,, 

In  addition  it  would  be  more  costly  to  gather  and  deliver  this 
gas  to  market*  Particularly  objectionable  would  be  the  dis¬ 
ruption  to  local  industries  now  meeting  their  requirements  from 
wholly  owned  wells „  These  industries  would  be  required  either  to 
drill  more  wells  or  to  purchase  gas  from  other  producers  in  the 
field  even  though  their  present  wells  were  capable  of  meeting 
their  requirements *  Also,  the  Board  agrees  that,  in  the  absence 
of  field-wide  unit  operation,  implementation  under  The  Oil  and 
Gas  Conservation  Act  of  a  scheme  of  market  sharing  would  involve 
added  administrative  problems  and  costs  for  all  concerned,. 

Several  of  the  consumer  representatives  suggested  partial 
market  sharing  as  a  means  of  solving  the  equity  problem,,  In 
one  case  "partial”  meant  the  sharing  of  present  extraprovincial 
markets  and  in  another  case  it  meant  exempting  local  "industry 
consumers"  having  their  own  gas  supply *  Market  sharing  was  pro- 
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posed  originally  as  a  means  of  eliminating  or  at  least  minimizing 
drainage?  no  partial  scheme  could  be  wholly  successful*  In 
addition  there  would  be  difficulty  in  distinguishing  between  the 
different  types  of  markets  and  drainage  problems  would  remain* 

The  Board  believes  that  any  scheme  of  market  sharing  would  have 
to  be  all  inclusive  for  the  pool  affected* 

Another  suggestion  of  the  consumer  group  was  referred  to 
as  voluntary  market  sharing*  The  group  contended  that  with  the 
assistance  of  the  Government  and  the  Board  negotiations  between 
producers  and  consumers  for  the  purchase  of  gas  would  provide  a 
solution  to  the  present  problem*  In  this  connection  the  City  of 
Medicine  Hat  indicated  that  it  is  now  prepared  to  purchase  a 
maximum  of  four  billion  cubic  feet  of  base  load  gas  per  year* 

The  production  considered  necessary  to  minimize  drainage  from 
the  areas  adversely  affected,  however,  is  considered  to  be  well 
in  excess  of  this  volume*  It  is  doubtful  if  the  local  industries 
would  purchase  any  gas  at  this  time  since  many  of  them  ora 
sufficient  gas  to  meet  their  requirements*  The  Board  believes 
that  the  early  purchase  of  base  load  gas  by  the  City  would  help 
alleviate  the  drainage  problem  but  sees  no  possibility  of  a  com¬ 
plete  solution  being  reached  by  so  called  voluntary  market 
sharing* 

The  Board,  therefore,  concludes  that  market  sharing  alone 
is  not  the  desirable  solution  to  the  marketing  problem  presently 
being  faced  by  the  applicant  and  others  in  the  Medicine  Hat  Field* 
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Additional  Permits 

•  ■iaiwTuq'  iVluaaBMCMiMBarBwoMi m— —  Mfciri  v 

The  Board  understands  the  arguments  advanced  both  for  and 
against  the  issuance  of  permits  for  the  removal  of  additional 
gas*  The  Board  believes  that? 

lo  There  is  no  practical  solution  to  the  migration 
problem  other  than  through  additional  removal  of 
gas  from  the  fie Id 0 

2<>  There  is  a  substantial  surplus  of  gas  available 

in  the  Province  and  there  is,  therefore,  no  danger 
of  the  City  or  the  local  industries  not  being 
able  to  acquire  gas  through  the  facilities  of 
The  Alberta  Gas  Trunk  Line  Company  Limited 0 

3o  The  cost  to  the  City  of  gas  acquired  through  The 
Alberta  Gas  Trunk  Line  Company  Limited  would 
probably  not  much  exceed  that  of  gas  obtained 
from  the  more  distant  parts  of  the  Medicine  Hat 
Fie ld0 

For  these  reasons  the  Board  concludes  that  further  permits, 
subject  to  appropriate  conditions,  should  be  issuedo  The  Board 
believes  that  this  could  be  done  with  the  City  still  retaining 
a  full  opportunity  to  contract  for  the  base  load  it  has  indiated 
it  i^ishes o 

The  Board  has  considered  the  proportion  of  the  reserves 
of  the  applicants  which  should  be  authorized  for  removal  from 
the  Province o  It  has  had  regard  fors 


. 


the  declared  intention  of  the  City  to  purchase 
base  load  gas  at  a  maximum  rate  of  four  billion 
cubic  feet  per  year, 

(Transcript ,  Volume  2,  p  104)o 
the  condition  of  Permit  TC  59-2  as  amended, 
issued  to  Trans-Canada  Pipe  Lines  Limited,  whereby 
Trans  Canada  Pipe  Lines  Limited  is  required  to 
"supply  gas  from  The  Alberta  Gas  Trunk  Line  Company 
Limited  pipe  line  at  a  reasonable  price  to  any 
community  or  consumer  within  the  Province  that  is 
willing  to  take  delivery  of  gas  at  a  point  on  the 
pipe  line,  and  that  in  the  opinion  of  the  Board, 
can  reasonably  be  so  supplied  by  the  Permittee”, 
the  condition  of  Permit  SPC  57-1  as  amended, 
issued  to  Saskatchewan  Power  Corporation  and 
assigned  to  Many  Islands  Pipe  Lines  Limited, 
whereby  Many  Islands  Pipe  Lines  Limited  is  required 
to  "supply  gas  from  the  Many  Islands  Pipe  Lines 
Limited  pipe  line  at  a  reasonable  price  to  any 
community  or  consumer  within  the  Province  that  is 
willing  to  take  delivery  of  gas  at  a  point  on 
the  pipe  line,  and  that  in  the  opinion  of  the 
Board,  can  reasonably  be  so  supplied  by  the 
permittee;  provided,  however,  that  the  volumes 
of  gas  which  the  permittee  may  hereby  be 
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required  to  supply  to  the  City  of  Medicine  Hat 
shall  not  exceed  182 , 000 , 000 , 000  cubic  feeto” 

Both  permits,  TC  59-2  and  SPC  57-1 ,  would  allow  the  City  to 
acquire  the  base  load  gas  it  now  wants  for  a  thirty-year  period 
as  well  as  further  gas  in  the  future 0 

The  Board  believes  that  it  would  be  proper  and  fair,  both 
to  the  applicants  and  the  City,  if  permits  were  issued  to  the 
applicants  whereby  they  were  authorized  to  remove  from  the 
Province  seventy-five  per  cent  of  the  reserves  estimated  by  the 
Board  to  be  recoverable  from  their  lands »  The  seventy-five  per 
cent  figure  is  arbitrary  but  in  the  Board 's  opinion  reasonable, 
all  things  considered,.  The  permits  would  be  subject  to  a  con¬ 
dition  whereby  the  permittees  would  be  required  to  supply  gas 
to  any  community  or  consumer  within  the  Province  that  is 
willing  to  take  delivery  of  gas  and  that  in  the  opinion  of  the 
Board,  can  reasonably  be  so  supplied,  provided,  however,  that 
the  volume  to  be  supplied  would  not  exceed  twenty-five  per  cent 
of  the  recoverable  reserves  as  estimated  by  the  Board,  This 
condition  would  insure  that  the  City  could  obtain  its  desired 
base  load  gas  from  the  areas  of  the  applicants  if  it  should 
wish  to  do  so. 

Looking  at  the  over-all  situation  for  the  next  thirty 
years,  the  City  would  be  in  the  position  where  it  would, 

(a)  have  the  option  of  acquiring  gas  from  the  Trans 
Canada,  Many  Islands,  Bailey  Selburn  group  and 


. 
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Mic  Mac  group  areas  as  provided  in  the  permits  or 
of  acquiring  part  or  all  of  such  volumes  through 
the  facilities  of  The  Alberta  Gas  Trunk  Line 
Company  Limited,  but 

(b)  would  be  obliged  to  look  beyond  the  Medicine  Hat 
and  Etzikom  Fields  for  volumes  of  gas  equivalent 
to  those  of  the  proposed  new  permits  and  others 
that  may  be  issue d0 

The  applicants  would  be  in  the  position  where  they  could, 

(a)  produce  seventy-five  per  cent  of  their  reserves  for 
extraprovincial  markets,  and 

(b)  negotiate  with  the  City  or  others  in  the  Medicine 
Hat-Redcliff  area  for  the  marketing  of  the  remaining 
twenty-five  per  cent  of  their  reserves* 

The  Board  believes  that  this  would  be  reasonable  for  all 


concerned* 
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FINDINGS 

The  Board  having  studied  the  evidence  presented  at  both  the 

August,  I960,  and  March,  1961,  hearings,  and  having  regard  to  the 

studies  and  advice  of  its  staff,  to  its  own  knowledge  and  to  its 

responsibilities  under  The  Gas  Resources  Preservation  Act,  1956, 

and  The  Oil  and  Gas  Conservation  Act,  finds  as  follows: 

I  IN  THE  MATTER  OF  THE  SHARING  OF  EXISTING 

LOCAL  AND  PRESENT  EXTRAPROVINCIAL  MARKETS 

All  things  considered,  the  Board  is  convinced  that  at  the 
present  time  the  benefits  which  would  derive  from  a  scheme  of 
enforced  market  sharing  in  the  Medicine  Hat  Field  are  outweighed 
by  the  disadvantages  inherent  in  any  such  scheme 0  This  is  in 
agreement  with  the  views  of  the  majority  of  the  consumer  represent¬ 
atives  and  all  of  the  producer  representatives.  The  Board, 
therefore,  dismisses  enforced  market  sharing  as  a  method  of 
resolving  the  migration  problem. 


% 


II 


IN  THE  MATTER  OF  THE  REMOVAL  FROM  THE 
PROVINCE  OF  ADDITIONAL  GAS  FROM  THE 
MEDICINE  HAT  FIELD 


The  Board  recognizes,  as  do  the  applicants,  and  it  believes 
the  interveners,  that  there  is  a  substantial  surplus  of  gas  in 
Alberta  after  provision  for  the  thirty-year  requirements  of 
Alberta  and  the  present  permit  commitments*  The  most  recent 
reserve  and  requirements  studies  of  the  Board  indicate  this  sur¬ 
plus  to  be  of  the  order  of  6  trillion  cubic  feet  as  of  January  1 

1961  o 

.  As  shown  in  the  Board's  November,  i960,  report,  there  is 
no  surplus  in  the  Medicine  Hat  Field  if  the  thirty-year  require¬ 
ments  of  the  Medicine  Hat-Redcliff  area  are  to  be  met  in  their 
entirety  from  the  Medicine  Hat  and  Etzikom  Fields*  The  Board 
is  convinced,  however,  that  the  only  practical  solution  to  the 
problem  of  drainage  lies  in  additional  extraprovincial  disposal. 
The  Board  is  also  satisfied  that  that  portion  of  the  require¬ 
ments  of  the  Medicine  Hat-Redcliff  area  which  might  otherwise 
have  been  supplied  in  the  future  from  the  applicants'  areas 
can  reasonably  be  met  through  the  facilities  of  The  Alberta  Gas 
Trunk  Line  Company  Limited  from  reserves  located  elsewhere  in 
the  Province  if  further  removal  of  gas  is  permitted  from  the 
applicants'  areas.  Accordingly,  the  Board  finds  that  permission 
should  be  given  for  the  removal  from  the  Province  of  gas  from 
reserves  of  the  applicants,  subject  to  conditions  which  would 
give  the  City  an  opportunity  of  contracting  for  the  quantities 
of  gas  it  has  indicated  it  now  wishes  to  purchase. 
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III  IN  THE  MATTER  OF  THE  DISPOSITION  OF  THE 

JOINT  APPLICATION  OF  BAILEY  SELBURN  OIL 
AND  GAS  LTD.,  B-H  PETROLEUMS  (ALBERTA)  LTD. , 

THE  CALIFORNIA  STANDARD  COMPANY ,  CHARTER 
OIL  AND  GAS  LTD.,  CROWFOOT  EXPLORATION  LTD., 

SELBAY  EXPLORATION  LTD. ,  AND  J.  MERRIL 
WRIGHT,  JR. 

The  Board  finds  that  the  reserves  of  the  applicant  are  surplus 
to  the  present  and  future  requirements  of  Alberta  and  not  essential 
to  meet  the  present  and  future  requirements  of  the  Medicine  Hat- 
Redcliff  area.  The  Board,  in  its  November,  i960,  report,  estimated 
the  established  reserves  of  the  applicant  to  be  approximately  95* 
billion  cubic  feet.  The  Board  believes  that  the  City  of  Medicine 
Hat  and  others  in  the  Medicine  Hat-Redcliff  area  should  have  the 
opportunity  of  contracting  for  the  purchase  of  24*  billion  cubic 
feet  of  the  reserves  of  the  applicant. 

The  Board  is,  therefore,  prepared,  with  the  approval  of  the 
Lieutenant  Governor  in  Council,  to  issue  permits  to  each  member  of 
the  Bailey  Selburn  group  authorizing  the  removal  from  the  Province 
a  total  of  71*  billion  cubic  feet  of  gas  subject  to  the  terms  and 
conditions  and  in  the  general  form  shown  in  Appendix  B. 


*  14.65  pounds  per  square  inch  absolute  and  60  degrees 
Fahrenheit. 


-13- 


IV  IN  THE  MATTER  OF  THE  DISPOSITION  OF  THE 

JOINT  APPLICATION  OF  CONSOLIDATED  MIC  MAC 
OILS  LTD.,  MAYFAIR  OIL  AND  GAS  LTD.,  AND 
RICHFIELD  OIL  CORPORATION 

The  Board  finds  that  the  reserves  of  the  applicant  are 
surplus  to  the  present  and  future  requirements  of  Alberta  and 
not  essential  to  meet  the  present  and  future  requirements  of  the 
Medicine  Hat-Redcliff  area.  The  Board,  in  its  November,  i960, 
report,  estimated  the  established  reserves  of  the  applicant  to 
be  approximately  82*  billion  cubic  feet.  The  Board  believes 
that  the  City  of  Medicine  Hat  and  others  in  the  Medicine  Hat- 
Redcliff  area  should  have  the  opportunity  of  contracting  for  the 
purchase  of  20*  billion  cubic  feet  of  the  reserves  of  the 
applicant . 

The  Board  is,  therefore,  prepared,  with  the  approval  of  the 
Lieutenant  Governor  in  Council,  to  issue  permits  to  each  member 
of  the  Mic  Mac  group  authorizing  the  removal  from  the  Province 
a  total  of  62*  billion  cubic  feet  of  gas  subject  to  the  terms 
and  conditions  and  in  the  general  form  shown  in  Appendix  C. 


*14.65  pounds  per  square  inch  absolute  and  60  degrees 
Fahrenheit. 

Respectfully  submitted, 


G.  W.  Govier,  P.  Eng., 
Deputy  Chairman. 
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A.  F.  Manyluk,  P.  Eng. , 
Board  Member. 


V.  Millard, 

Acting  Board  Member. 


Dated  at  Edmonton,  Alberta, 
this  2nd  day  of  June,  1961 


APPENDIX  A 


REPRESENTATIONS  OF  INTERESTED  PERSONS 

Bailey  Selburn  Oil  &  Gas  Ltdos  B-H  Petroleums  (Alberta)  LtcL9 
Charter  Oil  and  Gas  Ltd„ ,  Selbay  Exploration  Ltd„  and  J« 

Merril  Wright ,  Jr„ 

These  companies  were  applicants  for  permits  to  remove 
additional  volumes  of  gas  at  the  hearing  held  on  August  22  and  23  9 
1960o 

The  group  presented  a  study  prepared  by  the  firm  of 
Howard  R„  Lowe  and  Associates  in  support  of  their  submission  The 
conclusions  contained  in  the  submissiion  indicated  that  the  group 
was  not  in  favour  of  a  market  sharing  scheme  because: 

lc  It  would  encourage  premature  development  of 
the  fieldo 

20  It  would  necessitate  a  substantial  reduction 
in  the  present  producing  rates  of  many  of 
the  existing  wells o 

3o  There  would  be  many  practical  difficulties 
unless  unit  operation  of  the  field  could  be 
accomplished,, 

40  Severe  drainage  of  gas  would  continue,. 

Calculations  made  by  Howard  R„  Lowe  and 
Associates  indicated  that  approximately 
23  billion  cubic  feet  of  gas  would  be  drained 
from  this  group’s  lands  in  addition  to  the 
76  billion  cubic  feet  estimated  to  have  al¬ 
ready  been  drained,. 
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The  group  contended  that  additional  extraprovincial 
marketing  of  gas  should  be  permitted  because  there  are  sufficient 
established  reserves  in  the  Province  to  meet  the  thirty-year 
requirements  of  the  Province  as  a  whole.  They  concluded  that  it 
was,  therefore,  unnecessary  to  commit  reserves  of  gas  within  the 
immediate  area  of  a  market  to  that  market.  The  group  further 
contended  that  permits  for  100  per  cent  of  the  reserves  of  the 
applicants  would  be  necessary  to  substantially  reduce  drainage. 
Removal  of  75  per  cent  of  the  reserves  would  offer  only  a  partial 
solution  to  the  problem  of  drainage.  Even  100  per  cent  produc¬ 
tion  for  extraprovincial  marketing  would  see  the  ultimate  mi¬ 
gration  of  approximately  50  per  cent  of  the  original  reserves 
from  lands  now  held  by  the  group.  The  group  would  not  object  to 
the  removal  of  75  per  cent  of  the  reserves  if  the  remaining  25 
per  cent  could  be  absorbed  in  the  local  market  immediately  and 
at  a  sufficiently  rapid  rate  to  overcome  drainage. 

The  California  Standard  Company 

The  California  Standard  Company  was  also  an  appli¬ 
cant  at  the  August  22  and  23,  I960  hearing. 

The  company  favoured  additional  removal  of  gas  and 
presented  a  deliverability  schedule  illustrating  a  method  of 
meeting  the  thirty-year  requirements  of  the  Medicine  Hat- 
Redcliff  area  assuming  the  production  for  outside  markets  of 
75  per  cent  of  presently  uncommitted  gas.  The  schedule  showed 
that  the  requirements  of  the  area  could  be  met  by  the  delivery 
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of  the  remaining  25  per  cent  of  the  uncommitted  gas  supple¬ 
mented  by  deliveries  of  some  133  billion  cubic  feet  during  the 
period  1979  to  1984  from  The  Alberta  Gas  Trunk  Line  Company 
Limited* 

The  California  Standard  Company  in  support  of  addition¬ 
al  permits  advanced  the  following  arguments: 

1*  The  long  term  needs  of  the  Medicine  Hat- 
Redcliff  area  would  be  protected  by  the 
presence  of  The  Alberta  Gas  Trunk  Line* 

2*  It  is  not  necessary  to  reserve  gas  within 
the  immediate  area  of  a  market  when  this 
market  is  capable  of  being  connected  to 
other  supplies  in  the  Province* 

The  company  stated  that  the  25  per  cent  of  reserves 
assigned  for  local  use  should  be  marketed  immediately.  Any 
withholding  of  reserves  should  be  a  fixed  amount  similar  to  the 
Many  Islands  Pipe  Line  permit  in  order  that  producers  may  offer 
a  fixed  amount  of  gas  for  sale  in  negotiating  any  contracts* 

The  California  Standard  Company  was  not  in  favour  of 
a  market  sharing  scheme  because  any  such  scheme  would  result 
in: 

(a)  extensive  premature  development  of  the 
field, 

(b)  a  smaller  average  production  rate  per 
well, 
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(c)  a  smaller  average  throughput  rate  per 
mile  of  gathering  line, 

(d)  a  higher  average  operating  cost  per 
unit  of  production,, 

Crowfoot  Exploration  Ltd,, 

Crowfoot  Exploration  Ltd. ,  also  an  applicant  at  the 
August  22  and  23  hearing,  agreed  with  the  views  expressed  by  The 
California  Standard  Company „ 

Consolidated  Mic  Mac  Oils  Ltd. ,  Mayfair  Oil  and  Gas  Ltd.  and 
Richfield  Oil  Corporation 

This  group  was  an  applicant  for  permits  at  the  August  22 
and  23,  I960,  hearing. 

The  group  favoured  the  issuing  of  permits  for  the  re¬ 
moval  from  the  Province  of  additional  quantities  of  gas.  Their 
reasons  for  this  preference  were: 

1.  Such  removal  would  lead  to  the  orderly 

development  of  the  field;  wells  would  be 
drilled  only  when  needed  to  meet  delivery 
schedules.  On  the  other  hand,  market 
sharing  would  lead  to  excessive  drilling, 
low  allowables  and  to  the  drilling  of 
marginal  wells.  This  would  result  in  a 
higher  cost  of  gas  to  the  consumer  and  a 
lower  return  to  the  producer. 
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2,  Under  a  market  sharing  scheme  gas  would  be 

gathered  from  all  areas  of  the  field  necessi¬ 
tating  several  transmission  lines  which  would 
result  in  higher  gathering  and  transmission 
costs, 

3o  Market  sharing  would  result  in  increased  costs 
to  the  Medicine  Hat  consumer  far  sooner  than 
if  further  extraprovincial  marketing  was  per¬ 
mitted,  In  the  case  of  additional  permits* 
the  Medicine  Hat  consumer  would  not  be  required 
to  purchase  gas  for  approximately  ten  years, 

4,  A  market  sharing  scheme  would*  in  the  absence 

of  a  field  wide  unit,  be  difficult  to  institute 
and  administer. 

The  group  suggested  that  once  Medicine  Hat  is  served 
by  The  Alberta  Gas  Trunk  Line  there  will  no  longer  be  a  need  to 
set  aside  reserves  in  the  field  for  the  future  requirements  of 
the  area,  as  it  will  be  assured  of  a  thirty-year  supply  from  the 
Province  as  a  whole.  Therefore,  the  group  contended  that  a  per¬ 
mit  to  remove  100  per  cent  of  its  reserves  should  be  granted. 

The  Corporation  of  the  City  of  Medicine  Hat 

In  its  submission,  the  City  of  Medicine  Hat  indicated 
opposition  both  to  the  issue  of  additional  permits  and  to  market 
sharing.  The  Board  invited  the  City  to  indicate  its  preference 
for  either  additional  permits  or  market  sharing  as  a  means  of 
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solving  the  problem  resulting  from  the  migration  of  gas0  Mr<,  J. 
G.  Kidd,  QeC.,  Counsel  for  the  City,  stated  that  he  was  not  in  a 
position  to  indicate  a  preference,  but  suggested  that  the  matter 
would  be  discussed  at  the  next  City  Council  Meeting <>  Subsequent 
to  the  hearing  the  Board  received  a  letter  from  Mr0  Kidd  outlin¬ 
ing  the  decision  of  the  City  Council.  The  Council  re-affirmed 
the  stand  taken  at  the  hearing  and  further  stated  that  the  City 
could  not  support  either  additional  extraprovincial  marketing  or 
the  scheme  of  market  sharing  as  outlined  in  the  Board’s  November, 
I960,  Report 0  The  City  contended  that  it  was  unable  to  consider 
other  schemes  for  the  sharing  of  all  existing  markets  because  it 
did  not  have  sufficient  information  as  to 

(a)  alternative  market  sharing  schedules, 

(b)  gas  prices  for  the  applicant’s  gas, 

(c)  production  rates  for  the  applicants® 
gas0 

The  City  advanced  the  following  arguments  in  support  of 
its  objection  to  both  alternatives: 

le  Additional  export  should  not  be  permitted 

because  all  of  the  presently  uncommitted  gas 
is  necessary  to  meet  the  thirty-year  require¬ 
ments  of  the  Medicine  Hat-Redcliff  area0  The 
City  contended  that  the  Board  should  not  de¬ 
viate  from  its  established  policy  of  a  thirty 
year  supply  being  available  within  the  area0 


u  si  t. 


A  -  7 


2*  Since  all  of  the  surplus  gas  has  been  committed 
by  present  permits,  the  present  applicants  and 
any  future  applicants  should  share  in  the  extra¬ 
provincial  market  now  being  served* 

3.  The  City  found  the  market  sharing  schedule  illus¬ 
trated  in  Table  C-l  of  the  Board 5 s  November,  i960, 
report  to  be  unacceptable  because,  ’’The  proposed 
market  sharing  plan  does  not  give  the  applicants 
a  share  of  5 the  extraprovincial  markets5  being 
served  under  the  existing  permits*  The  plan 
very  definitely  interferes  with  markets  in  the 
Medicine  Kat-Redcliff  area,  but  allows  operations 
of  the  Many  Islands  Pipe  Line  Company  and  the 
Trans-Canada  export  area  to  continue  almost  with¬ 
out  interference*” 

40  Market  sharing  would  increase  the  price  to  be 
paid  for  gas  in  the  early  stages  of  the  plan* 

The  scheme  as  illustrated  in  the  Board’s  Report 
of  November,  i960,  would  result  in  an  increase 
in  the  meter  station  price  from  the  present 
7*2  cents  per  Mcf  to  a  peak  of  19°8  cents  in 
1963  decreasing  to  9*3  cents  by  I98O0 

3*  The  City  is  presently  attempting  to  purchase  up 
to  four  billion  cubic  feet  per  year  of  base 
load  gas  from  the  operators  having  reserves  in 
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the  field.  The  granting  of  additional  permits 
or  the  institution  of  a  market  sharing  scheme 
would  probably  interfere  with  this  purchase* 

Britalta  Petroleums  Limited 

Britalta  Petroleums  Limited  contended  that  the  interest 
of  all  parties  would  be  best  served  by  the  immediate  granting  of 
permits  on  an  equitable  basis  to  all  producer-operators  in  the 
field* 

The  Goodyear  Tire  and  Rubber  Company  of  Canada  Ltd* 

The  present  requirements  of  the  Goodyear  plant  are  being 
served  by  a  wholly  owned  well  producing  from  the  Medicine  Hat  Sand¬ 
stone*  Under  a  market  sharing  scheme  the  allowable  for  the  well 
would  be  insufficient  to  meet  plant  requirements  necessitating  the 
purchase  of  gas  from  another  source  at  a  higher  price.  Goodyear 
contended  that  if  a  market  sharing  scheme  was  instituted  the  price 
would  increase  in  the  Medicine  Hat-Redcliff  area,  and  since  electri¬ 
cal  power  is  generated  from  natural  gas  the  price  of  power  would 
also  increase.  The  Goodyear  Tire  and  Rubber  Company  of  Canada  Ltd* 
was,  therefore,  opposed  to  the  proposed  market  sharing  scheme* 

The  company  also  opposed  the  granting  of  additional 
permits  on  the  grounds  that  additional  removal  of  gas  would  re¬ 
sult  in  increased  costs  for  gas  because  requirements  would  be  met 
by  deliveries  from  more  distant  fields* 
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Mr.  Macleod,  Board  Solicitor,  questioned  Mr.  Moon,  the 
company  representative,  as  to  which  of  the  two  alternates  his  comp- 
any  preferred.  In  reply,  Mr.  Moon  stated  that  his  company  had  not 
analyzed  the  situation  as  thoroughly  as  would  be  necessary  to  an¬ 
swer  the  question.  The  company  did,  however,  in  its  submission 
offer  two  observations: 

1.  A  system  for  the  voluntary  sharing  of  the 
market  could  be  developed  and  with  the 
support  of  the  Board  in  this  matter,  a 
solution  in  the  best  interests  of  all 
parties  may  be  possible  at  an  early  date. 

2.  Industrial  consumers  using  gas  from  their 
own  wells  form  a  very  small  portion  of  the 
total  market.  The  company  suggested  that 
any  compulsory  market  sharing  scheme  be 
designed  to  exclude  those  private  companies 
consuming  gas  from  their  own  wells  and  for 
their  sole  use. 

Northwest  Nitro-Chemicals  Limited 

Northwest  Nitro-Chemicals  Limited  has  a  contract  for 
gas  with  the  producers  in  the  Etzikom  Field  which  covers  present 
plant  requirements  adequately.  There  is  a  possibility  that  this 
supply  could  become  inadequate  in  a  few  years,  particularily  if 
present  expansion  prospects  become  a  reality.  Therefore,  there 


A  -  10 


is  every  likelihood  of  purchasing  gas  from  another  source,  most 
probably  the  Medicine  Hat  Field*  The  company  was,  therefore, 
interested  in  the  two  alternates  posed  by  the  Board. 

Northwest  Nitro-Chemicals  Limited  viewed  the  proposal 
for  forced  market  sharing  with  some  reservation*  Such  a  scheme 
would  result  in, 

(a)  increased  cost  of  gas, 

(b)  increased  cost  of  electrical  power* 

The  company  also  opposed  the  granting  of  additional 
permits  for  the  removal  of  gas  for  the  same  reasons* 

Northwest  Nitro-Chemicals  Limited  indicated  that  the 
problem  of  drainage  might  be  solved  if  the  Board  adopted  suggest¬ 
ions  equivalent  to  those  presented  by  The  Goodyear  Tire  and  Rubber 
Company  of  Canada  Limited* 

When  questioned  by  Mr.  Macleod,  Mr.  Crowder,  repre¬ 
senting  the  company,  indicated  that  of  the  two  alternates,  the 
market  sharing  proposal  would  be  the  less  objectionable* 

Medicine  Hat  Chamber  of  Commerce 

The  submission  of  the  Chamber  was  presented  by  its 
president,  Mr.  W.  J.  Sellhorn*  He  indicated  that  many  of  the 
industries  located  in  the  Medicine  Hat  area  because  of  the 
abundance  of  cheap  natural  gas.  "The  future  of  the  industrial 
community 9 "  he  said,  "would  be  in  jeopardy  if  the  price  of  gas 
became  equal  to  or  greater  than  that  charged  in  other  cities, 
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particularly  if  the  rate  increase  was  sudden,,” 

The  Chamber,  after  considering  the  Board’s  November,  i960, 
report,  presented  the  following  conclusions : 

1.  The  Chamber  opposed  further  removal  from  the 
Province  of  natural  gas  from  the  Medicine 
Hat  and  nearby  fields,  inasmuch  as  the  Board’s 
November,  i960,  report  indicated  that  there  is 
no  available  surplus  in  the  area,, 

2„  Some  means  could  be  found  through  which  the 

present  extraprovincial  market  could  be  shared 
for  at  least  five  years  by  the  owners  of  gas 
not  now  being  produced,, 

3«  The  Chamber  opposed  enforced  market  sharing 
because 1 

(a)  price  of  gas  to  the  consumer  would 
increase  drastically, 

(b)  power  rates  would  increase, 

(c)  the  City  mill  rate  would  increase 
because  utility  profits  would  be 
lost ,  and 

(d)  uneconomic  wells  would  be  drilled „ 

4.  The  Board  should  encourage  voluntary  market 
sharing „ 

5>0  If  a  market  sharing  scheme  was  instituted, 
only  the  markets  of  public  utilities  and 
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export  companies  should  be  considered,.  The 
private  companies  consuming  gas  from  their 
own  wells  represent  such  a  small  fraction 
of  the  available  reserves  and  market  that 
they  would  be  placed  in  severe  financial 
difficulty  if  their  operations  were  in- 
cludedo 

Go  The  Chamber  requested  that  the  Board  make 
available  to  the  private  operators  the 
facilities  of  its  engineering  staff  to  esti¬ 
mate  the  reserves  of  gas  so  that  the  oper¬ 
ators  may  intelligently  plan  their  oper¬ 
ations  and  participate  in  voluntary  market 
sharing  0 

Mr.  Sellhorn,  in  reply  to  a  question  by  Mr.  Macleod, 
stated  that  because  of  the  uncertainty  as  to  future  prices  to  be 
paid  for  gas,  he  could  not  indicate  a  preference  for  either  market 
sharing  or  additional  removal  of  gas0 

Dominion  Glass  Company  Limited 

Mr.  Wc  J.  Sellhorn,  manager  of  the  Dominion  Glass 
Company  Limited  factory  located  at  Redcliff,  presented  the  sub¬ 
mission  on  behalf  of  his  company.  He  indicated  that  his  company 
located  in  the  Medicine  Hat-Redcliff  area  because  of  the  pre¬ 
sence  of  large  quantities  of  very  low  cost  natural  gas.  He 
stated  that  without  gas  at  low  cost  his  company  probably  could 
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not  continue  to  operate  at  Redcliff* 

Dominion  Glass  Company  Limited  was  opposed  to  the  scheme 
of  market  sharing  illustrated  in  the  Board8  November,  I960,  report * 
The  company  felt  that  such  a  scheme  would  result  in  a  drastic 
reduction  in  well  allowables  forcing  the  company  into  a  crash 
drilling  program,  much  more  extensive  and  premature  than  good  pro¬ 
duction  practice  would  require*  The  company  would  be  forced  to 
buy  gas  which  would  otherwise  come  from  their  own  reserves* 

Dominion  Glass  Company  Limited  suggested  that  if  the 
following  measures  were  adopted  by  the  Board,  a  reasonable  solu¬ 
tion  to  the  present  "largely  artificial"  problem  would  be  pro¬ 
vided; 

1*  Assist  the  private  holders  of  gas  rights  in 
the  area  to  make  a  detailed  and  unbiased 
survey  of  the  gas  reserves  in  their  own 
holdings*  This  could  be  done  either  by  the 
Board 8 s  own  staff,  or  by  an  engineering 
investigation  by  competent  geologists  and 
engineers  of  a  consulting  firm,  paid  for 
by  the  Board*  He  contended  that  such  de¬ 
tailed  investigations  are  beyond  the  finan¬ 
cial  means  of  many  of  the  smaller  gas  owners* 
Encourage  and  assist  the  owners  of  reserves 
not  now  producing  to  develop  and  build  a 
local  market  for  their  gas  by  establishing 
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new  industry  in  the  area® 

3.  As  an  interim  measure,  grant  applicants  a 
permit  for  removal  from  the  Province  of  a 
portion  of  the  gas  now  going  to  the  Saskat¬ 
chewan  market  and  to  the  Trans-Canada  pipe 
line,  allowing  them  to  participate  in  this 
market  without  increasing  the  total  amount 
of  gas  to  be  removed  from  the  Province® 

40  Encourage  immediate  negotiations  in  good 

faith  for  the  sale  of  gas  by  the  applicants 
to  the  gas  utilities  and  to  private  industry 
where  necessary  and  practical,  so  that  all 
the  gas  reserves  in  this  field  can  be  develop 
ed  in  an  orderly  and  mutually  satisfactory 
manner.  A  patent  aid  in  this  would  be  a  firm 
long  range  statement  of  policy  by  the  Board, 
pointing  out  the  necessity  of  such  action  and 
providing  future  action  if  the  need  arises® 

3o  In  the  meantime,  those  operators  who  produce 
gas  solely  for  their  own  use  and  not  for  sale 
must  be  allowed  to  develop  their  own  reserves 
in  accordance  with  good  engineering  practice 
so  long  as  the  reserves  will  last® 
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Canadian  Western  Power  and  Fuel  Co.  Ltd. 

The  submission  was  presented  by  the  secretary  of  the 
company,  Mr.  W.  J.  Sellhorn.  Canadian  Western  Power  and  Fuel 
Co.  Ltd,  is  the  supplier  of  gas  to  the  residents  of  the  Town  of 
Redcliff.  Mr,  Sellhorn  indicated  that  the  company  was  opposed 
to  the  granting  of  additional  permits  on  the  grounds  that  the 
present  low  cost  of  gas  to  the  consumers  would  increase  because 
gas  would  have  to  be  brought  into  the  area  from  other  fields 
in  the  Province 0 

If  the  market  sharing  scheme  illustrated  in  the  Board^s 
November,  i960,  report  was  instituted,  a  drastic  reduction  in 
the  rate  of  production  of  the  company's  wells  would  be  necessary. 
This  reduction  would  be  so  great  that  the  company  would  be  un¬ 
able  to  honour  its  franchise  commitments  from  its  own  reserves 
even  though  the  company  estimated  that  it  had  sufficient  reserves 
for  many  years  if  properly  utilized.  Canadian  Western  Power  and 
Fuel  Co.  Ltd.  would  be  forced  to  purchase  gas  for  its  distri¬ 
bution  system  from  the  nearest  source  which  would  be  the  City 
of  Medicine  Hat  or  the  area  where  the  Bailey  Selburn  group  pre¬ 
sently  have  gas  rights.  A  pipe  line  would  be  required,  and  since 
the  demand  is  not  large,  the  gas  would  cost  far  more  than  it 
does  now.  This  extra  cost  would  be  passed  on  to  the  consumers. 

For  these  reasons  the  company  was  opposed  to  a  scheme  of  market 
sharing. 

Canadian  Western  Power  and  Fuel  Co.  Ltd.  suggested 
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that  neither  alternate  proposed  by  the  Board  is  the  answer  to  the 
present  situation*  The  company  suggested  thats 

(a)  the  applicants  make  a  strong  effort  to 
build  a  local  market  for  their  own  gas, 

(b)  the  applicants  be  given  an  opportunity 
to  participate  in  the  present  extra¬ 
provincial  markets,  so  long  as  the 
quantities  presently  permitted  are  not 
exceeded, 

(c)  the  Board  encourage  free  negotiations 
between  the  applicants  and  the  pur¬ 
chasers  and  prospective  purchasers  of 
gas  in  the  area, 

(d)  the  Board  move  slowly  toward  a  develop¬ 
ment  of  the  Medicine  Hat  Field  that 
would  be  mutually  satisfactory  to  the 
applicants  and  to  users  of  this  ideal 
fuel* 


Medicine  Hat  Brick  and  Tile  Co.  Ltd*,  Alberta  Clay  Products, 
National  Porcelain,  Redcliff  Pressed  Brick  Co.  and  Redcliff 
Premier  Brick  Co. 


These  companies  supply  approximately  80  per  cent  of 
their  gas  requirements  from  their  own  wells  and  20  per  cent  by 
purchases  from  the  City  of  Medicine  Hat.  The  companies  contended 
that  under  a  market  sharing  scheme  as  proposed  by  the  Board  the 
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cost  of  gas  would  increase  and  the  allowables  for  their  own 
wells  would  decrease,.  The  companies  indicated  that  while  they 
do  have  some  undeveloped  acreage,  the  drilling  of  additional 
wells  had  not  been  contemplated  for  a  number  of  years.  For 
these  reasons  the  companies  were  opposed  to  enforced  market 
sharing o 

The  companies  were  also  opposed  to  further  removal 
of  gas  from  the  Province  because  of  the  effect  it  would  have 
on  the  price  of  gas  to  the  consumers 0  They  indicated  that  a 
solution  to  the  present  problem  might  be  founds 

(a)  if  the  applicants  were  allowed  to 
participate  in  the  present  extra¬ 
provincial  markets 9 

(b)  if  the  Alberta  Government  and  the 
Board  promoted  negotiations  between 
the  City  of  Medicine  Hat  and  the 
companies  desiring  to  sell  gas, 

(c)  if  after  a  period  of  from  5  to  10 
years,  satisfactory  agreements  have 
not  been  reached,  then  some  form  of 
enforced  market  sharing  may  be  re¬ 
quired,  In  this  case,  the  companies 
suggested  that  the  scheme  be  applied 
to  the  public  utilities  and  the  pre¬ 
sent  extraprovincial  markets  only, 
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since  these  markets  cover  all  but  a 
small  part  of  the  total  market . 

Mr.  T.  A.  Sissons,  representing  the  companies,  stated 
in  reply  to  a  question  from  Mr.  Macleod,  that  the  companies  would 
prefer  issuance  of  additional  permits  to  the  sfcheme  of  marketing 
sharing  outlined  in  the  Board 8 s  November,  i960,  report. 

Redcliff  Chamber  of  Commerce 

The  Chamber  indicated  it  was  opposed  to  further  removal 
of  gas  from  the  Medicine  Hat  Field  because  as  indicated  in  the 
Board’s  November,  i960,  report,  there  is  presently  no  surplus 
available,  but  it  would  not  oppose  market  sharing  if  the  price  of 
gas  to  the  consumer  was  not  increased  excessively.  It  was  suggest¬ 
ed  that  the  Government  could  compensate  the  applicants  by  exchang¬ 
ing  their  leases  for  leases  elsewhere  in  the  Province  and  that  if 
this  were  done  there  would  be  no  need  for  a  market  sharing  scheme. 

The  Chamber  of  Commerce  felt  that  the  primary  responsi¬ 
bility  of  the  Government  and  the  Board  is  to  the  inhabitants  of 
the  area,  to  the  industries  and  to  the  future  of  an  economy  estab¬ 
lished  at  a  time  when  the  extraprovincial  marketing  or  loss  of 
what  the  residents  of  the  area  believed  to  be  a  resource  for  the 
forseeable  future  could  not  be  visualized. 

Hudson’s  Bay  Oil  and  Gas  Company  Limited 

Hudson’s  Bay  Oil  and  Gas  Company  Limited  favoured  the 
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issuance  of  permits  to  the  present  applicants  and  to  owners  of 
other  non-committed  reserves  in  the  field  if  applied  for. 

Many  Islands  Pipe  Lines  Limited 

Many  Islands  Pipe  Lines  Limited  indicated  that  it  was 
not  in  favour  of  a  market  sharing  scheme  because,  in  addition  to 
the  many  reasons  already  mentioned,  by  others,  the  desired  flexi¬ 
bility  of  operation  would  be  impaired. 

The  company  would  welcome  the  removal  of  its  liability 
to  retain  a  portion  of  its  reserves  for  the  Medicine  Hat-Redcliff 
market.  The  company  reasoned  that  the  availability  of  The  Alberta 
Gas  Trunk  Line  Company  Limited  made  it  possible  for  the  City  of 
Medicine  Hat  to  obtain  a  supply  at  a  cost  comparable  to  other 
utilities  in  the  Province. 

Many  Islands  Pipe  Lines  Limited  contended  that  if  the 
Board  granted  permits  for  the  export  of  100  per  cent  of  reserves 
owned  by  others,  its  permit  should  be  increased  to  a  comparable 
basis. 

When  questioned  by  Mr.  Macleod,  the  company  indicated 
its  preference  for  further  extraprovincial  marketing  as  a  means 
of  solving  the  problem  of  drainage. 


•- 
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APPENDIX  B 


IN  THE  MATTER  of  The  Gas  Resources 
Preservation  Act,  1956,  being  chapter 
19  of  the  Statutes  of  Alberta,  1956; 
and 

IN  THE  MATTER  of  a  Permit  to 

authorizing  the  removal  of  gas  from 
the  Province o 

PERMIT  NO. 

WHEREAS  Bailey  Selburn  Oil  and  Gas  Ltdo ,  B-H  Petroleums 
(Alberta)  Ltd0,  The  California  Standard  Company,  Charter  Oil  and 
Gas  Ltd0,  Crowfoot  Exploration  Ltdo,  Selbay  Exploration  Ltdo  and 
J0  Merril  Wright,  Jr„  (hereinafter  together  called  "Bailey 
Selburn  group”)  have  applied  to  the  Oil  and  Gas  Conservation 
Board  for  a  permit  or  permits  pursuant  to  The  Gas  Resources 
Preservation  Act,  1956,  for  the  removal  from  the  Province  of 
gas  produced  from  their  lands  within  the  Medicine  Hat  Field; 
and 


WHEREAS  the  Board,  upon  inquiry  into  and  hearing  of 
the  application,  has  found  that  the  applicants  are  persons  who 
produce  gas  within  the  Province  and  who  propose  to  remove  gas, 
or  cause  it  to  be  removed,  from  the  Province  and  that  the 
provisions  of  the  said  Act  affecting  the  application  have  been 
complied  with;  and 

WHEREAS  the  Board  is  of  the  opinion  that  the  granting 
of  this  permit  for  the  removal  of  gas  from  the  Province  is  in  the 
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public  interest  having  regard  to  the  present  and  future 
needs  of  persons  within  the  Province  and  to  the  established 
reserves  and  trends  in  growth  and  discovery  of  reserves  of 
gas  in  the  Province  °9  and 

WHEREAS  the  Lieutenant-Governor  in  Council  has 
given  his  approval  by  Order  in  Council  numbered  0<>Co 
and  dated 


THEREFORE,  the  Oil  and  Gas  Conservation  Board, 
pursuant  to  the  provisions  of  The  Gas  Resources  Preservation 
Act,  1956,  being  chapter  19  of  the  Statutes  of  Alberta,  1956, 
hereby  grants  a  Permit  to 

(hereinafter  called  the  Permittee)  and  hereby  authorizes  the 
removal  of  gas  from  the  Province,  subject  to  the  regulations 
and  orders  made  pursuant  to  the  provisions  of  the  said  Act 
and  to  the  terms  and  conditions  prescribed  in  this  Permit 
as  follows s 

lo  Subject  to  the  conformity  of  the  Permittee  with 
the  terms  and  conditions  hereof,  this  Permit  shall  be 
operative  for  a  term  commencing  on  the  date  hereof  and 
ending  on  June  30,  19£60 

20  The  total  aggregate  auantities  of  gas  that  may  be 
removed  from  the  Province  pursuant  to  this  Permit  and  pursuant 
to  permits  granted  to  other  members  of  the  Bailey  Selburn  group 


and  numbered 


shall  be  not  more  than  9,500,000 
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cubic  feet  of  gas  in  any  one  day,  nor  more  than  3,500,000,000 
cubic  feet  of  gas  in  any  consecutive  twelve-month  period,  nor 
more  than  71,000,000,000  cubic  feet  of  gas  during  the  term  of 
the  permit 0 

3»  The  Permittee,  for  the  purposes  of  this  Permit,  may 
produce  gas  for  removal  from  the  Province  from  the  lands  here¬ 
inafter  described  and  that  may  be  removed  from  the  Province 
under  the  authority  of  this  Permit  only  gas  produced  from  such 
lands  2 

TOWNSHIP  10,  RANGE  4,  WEST  OF  THE  4TH  MERIDIAN: 
Sections  30  to  32  inclusive „ 

AND 

TOWNSHIP  11,  RANGE  4,  WEST  OF  THE  4TH  MERIDIAN: 
Sections  5  to  7  inclusive;  the  South  half  of 
Section  8;  Section  17;  the  South-west  quarter 
of  Section  18;  Sections  30  and  31« 

AND 

TOWNSHIP  12,  RANGE  4,  WEST  OF  THE  4TH  MERIDIAN: 
Sections  4  to  9  inclusive  and  16  to  21  inclusive., 

AND 

TOWNSHIP  10,  RANGE  5,  WEST  OF  THE  4TH  MERIDIAN: 
Section  25;  the  South  half  and  North-west  quarter 
of  Section  26;  Sections  27  and  28  and  33  to  36 
inclusive . 

AND 

TOWNSHIP  11,  RANGE  5,  WEST  OF  THE  4TH  MERIDIAN: 
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Sections  1  to  5  inclusive;  9  to  13  inclusive;  the 
South  half  of  Section  15,  Sections  18,  20,  22  and 
28  to  30  inclusive;  the  South-west  quarter  of 
Section  31;  Sections  32,  34  and  360 

AND 

TOWNSHIP  12,  RANGE  5,  WEST  OF  THE  4TH  MERIDIAN; 
Sections  1  and  5 1  the  North-west  quarter  of 
Section  8;  Section  9;  the  North-west  quarter 
of  Section  10;  the  East  half  of  Section  12 
and  the  East  half  of  Section  13 0 

AND 

TOWNSHIP  13,  RANGE  5,  WEST  OF  THE  4TH  MERIDIAN; 
The  West  half  of  Section  30  and  that  portion  of 
Section  31  South  of  the  South  Saskatchewan  River0 

AND 

TOWNSHIP  14,  RANGE  5,  WEST  OF  THE  4TH  MERIDIAN; 
Section  2;  the  North  half  and  South-east  quarter 
of  Section  3;  Sections  4  to  7  inclusive;  9  to 
11  inclusive;  13  to  21  inclusive;  the  North  half 
of  Section  22;  the  South-east  quarter  of  Section 
23;  Sections  24  and  25;  the  North-east  quarter 
of  Section  26;  the  North  half  of  Section  28; 
the  North-east  quarter  of  Section  29;  the  North 
half  of  Section  31;  the  North  half  and  South-east 
quarter  of  Section  32;  Section  34;  that  portion 
of  Section  35  North  and  East  of  the  South  Sask- 
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atchewan  River  and  Section  360 

AND 

TOWNSHIP  11,  RANGE  6,  WEST  OF  THE  4TH  MERIDIAN: 
Sections  1,  2,  4,  6,  10  to  14  inclusive  and  16; 
the  South  half  of  Section  17 5  Section  18;  the 
North  half  and  South-east  quarter  of  Section  19; 
Section  20;  the  South  half  and  North-east  quarter 
of  Section  22;  the  North  half  of  Section  23; 
Sections  24  and  25;  the  North-east  quarter  of 
Section  26;  Sections  27  to  30  inclusive;  the 
South  half  of  Section  31  and  Section  35 » 

AND 

TOWNSHIP  12,  RANGE  6,  WEST  OF  THE  4TH  MERIDIAN: 
The  South  three-quarters  of  Section  1,  Sections 
3,  5  and  7 I  the  East  half  of  Section  8;  the 
West  half  of  Section  9  and  the  South  half  of 
Section  19. 

AND 

TOWNSHIP  13,  RANGE  6,  WEST  OF  THE  4TH  MERIDIAN: 
The  West  half  of  Section  35 ° 

AND 

TOWNSHIP  14,  RANGE  6,  WEST  OF  THE  4TH  MERIDIAN: 
Sections  1  to  3  inclusive;  the  West  half  of 
Section  5;  Sections  6  and  7 5  the  North  half  and 
South-west  quarter  of  Section  8j  the  North 
half  and  South-east  quarter  of  Section  9; 

Section  10;  the  North  half  and  South-west 
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quarter  of  Section  11 ;  Section  12 5  the  North 
half  and  South-west  quarter  of  Section  13;  the 
North  half  and  South-east  quarter  of  Section  14 
and  Sections  15  to  18  inclusive 0 

AND 

TOWNSHIP  11,  RANGE  WEST  OF  THE  4TH  MERIDIAN ? 

The  South-west  quarter  of  Section  23 „ 

AND 

TOWNSHIP  13,  RANGE  ?,  WEST  OF  THE  4TH  MERIDIAN? 
Sections  28  and  34- 

AND 

TOWNSHIP  14,  RANGE  7,  WEST  OF  THE  4TH  MERIDIAN? 
Sections  1,  2  and  11  to  14  inclusive 0 
4<>  The  Permittee  shall  satisfy  the  Board  prior  to  June  1, 
1962,  that  arrangements  have  been  completed  for  the  sale  of  the 
gas  in  an  extraprovincial  market  or  to  a  company  serving  an 
extraprovincial  market  and  that  arrangements  have  been  completed 
for  financing  the  construction  of  any  required  transportation 
facilities  and  that  construction  will  commence  not  later  than 
October  1,  1962,  unless,  upon  application  by  the  Permittee, 
later  dates  are  stipulated  by  the  Board 0 

5o  The  Permittee  shall  remove  or  cause  to  be  removed 
pursuant  to  this  Permit  only  such  gas  as  is  delivered  by 
it  at  a  point  within  the  Province  approved  by  the  Board  to 
a  pipe  line  used  for  the  transportation  of  gas  to  an  extra¬ 
provincial  market 0 
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60  (l)  All  gas  removed  from  the  Province  pursuant  to 

this  Permit  shall  be  measured  by  the  Permittee  by  a  master 
meter  approved  by  the  Board  and  located  at  the  point  of  del¬ 
ivery  referred  to  in  clause  5  of  these  terms  and  conditions 0 

(2)  The  specific  gravity  and  higher  heating  value 
of  all  gas  removed  from  the  Province  pursuant  to  this  Permit 
shall  be  measured  by  the  Permittee  at  the  said  point o 

(3)  The  measurement  required  by  this  clause  shall 
be  made  in  a  manner  approved  by  the  Board  and  shall  be 
reported  monthly  in  a  manner  approved  by  the  Board 0 

7o  Notwithstanding  the  provisions  of  any  contract  for 
the  purchase  or  any  other  acquisition  of  gas,  the  Board  may 
require  the  extraction  of  any  substance  or  substances  except 
methane  from  any  gas  before  its  removal  from  the  Province 
pursuant  to  this  Permit „ 

So  The  Permittee  will  supply  gas  at  a  reasonable  price 
to  any  community  or  consumer  within  the  Province  that  is  will 
ing  to  take  delivery  of  gas  at  a  point  on  the  pipe  line  trans 
mitting  the  gas  and  that,  in  the  opinion  of  the  Board,  can 
reasonably  be  so  supplied  by  the  Permittee ;  provided,  however 
that  the  volume  of  gas  produced  from  the  lands  described  in 
clause  3  of  these  terms  and  conditions  which  the  Permittee 
or  any  other  member  of  the  Bailey  Selburn  group  may  hereby 
be  required  to  supply  to  the  City  of  Medicine  Hat  and  any 
other  community  or  consumer  in  the  Province  shall  not  exceed 
24,000,000,000  cubic  feeto 
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9o  If  any  community  or  consumer  is  willing  to  take  delivery 
of  gas  pursuant  to  clause  8  of  these  terms  and  conditions  and 
agreement  on  the  price  to  be  paid  cannot  be  reached,  the  price 
to  be  paid  shall  be  determined  by  the  Public  Utilities  Board  on 
the  application  of  an  interested  party0 

10o  Subject  to  section  14  of  the  Act,  all  quantities  of 
gas  for  the  purpose  of  this  Permit  shall  be  referred  to  a  14^65 
pounds  per  square  inch  absolute  pressure  base  and  a  60  degrees 
Fahrenheit  temperature  base. 

11.  Notwithstanding  the  provisions  hereof,  the  Permittee 
shall  comply  with  the  provisions  of  any  Act,  competent  regulation, 
order  or  .direction  governing  the  drilling  for,  the  production, 
conservation,  gathering,  transportation,  processing,  purchasing, 
acquisition,  sale,  measurement,  reporting,  testing,  supply  or 
delivery  of  gas  within  the  Province . 

MADE  at  the  City  of  Calgary,  in  the  Province  of  Alberta, 
this  1st  day  of  June,  A0D0  196lo 

OIL  AND  GAS  CONSERVATION  BOARD, 
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APPENDIX  C 

IN  THE  MATTER  of  The  Gas  Resources 
Preservation  Act,  1956,  being  chapter 
19  of  the  Statutes  of  Alberta,  1956 | 
and 

IN  THE  MATTER  of  a  Permit  to 

authorizing  the  removal  of  gas  from 
the  Province 0 

PERMIT  NOo 

WHEREAS  Consolidated  Mic  Mac  Oils  Ltdo,  Mayfair  Oil  & 
Gas  Ltdo  and  Richfield  Oil  Corporation  (hereinafter  together 
called  TtMic  Mac  group”)  have  applied  to  the  Oil  and  Gas  Conser¬ 
vation  Board  for  a  permit  or  permits  pursuant  to  The  Gas  Resources 
Preservation  Act,  1956,  for  the  removal  from  the  Province  of  gas 
produced  from  their  lands  within  the  Medicine  Hat  Field $  and 

WHEREAS  the  Board,  upon  inquiry  into  and  hearing  of  the 
application,  has  found  that  the  applicants  are  persons  who  produce 
gas  within  the  Province  and  who  propose  to  remove  gas,  or  cause 
it  to  be  removed,  from  the  Province  and  that  the  provisions  of 
the  said  Act  affecting  the  application  have  been  complied  with 5 
and 


WHEREAS  the  Board  is  of  the  opinion  that  the  granting 
of  this  permit  for  the  removal  of  gas  from  the  Province  is  in 
the  public  interest  having  regard  to  the  present  and  future  needs 
of  persons  within  the  Province  and  to  the  established  reserves 
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and  trends  in  growth  and  discovery  of  reserves  of  gas  in  the 
Province;  and 

WHEREAS  the  Lieutenant  Governor  in  Council  has  given 
his  approval  by  Order  in  Council  numbered  0oC„  and 

dated 


THEREFORE  the  Oil  and  Gas  Conservation  Board,  pursuant 
to  the  provisions  of  chapter  19  of  the  Statutes  of  Alberta, 

1956,  hereby  grants  a  Permit  to 

(hereinafter  called  the  Permittee)  and  hereby  authorizes  the 
removal  of  gas  from  the  Province  subject  to  the  regulations 
and  orders  made  pursuant  to  the  provisions  of  the  said  Act 
and  to  the  terms  and  conditions  prescribed  in  this  Permit  as 
follows : 

lo  Subject  to  the  conformity  of  the  Permittee  with  the 
terms  and  conditions  hereof,  this  Permit  shall  be  operative 
for  a  term  commencing  on  the  date  hereof  and  ending  on  June  30, 
1986. 

2o  The  total  aggregate  quantities  of  gas  that  may  be 
removed  from  the  Province  pursuant  to  this  Permit  and  pursuant 
to  permits  granted  to  other  members  of  the  Mic  Mac  group  and 
numbered  shall  be  not  more  than  8, 300,000  cubic 

feet  of  gas  in  any  one  day,  nor  more  than  3,000,000,000  cubic 
feet  of  gas  in  any  consecutive  twelve-month  period,  nor  more 
than  62,000,000,000  cubic  feet  of  gas  during  the  term  of  the 
permit . 

3„  The  Permittee,  for  the  purposes  of  this  Permit,  may 
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produce  gas  for  removal  from  the  Province  from  the  lands  here- 
inafter  described  and  there  may  be  removed  from  the  Province 
under  the  authority  of  this  Permit  only  gas  produced  from  such 
lands  2 

TOWNSHIP  15,  RANGE  4,  WEST  OF  THE  4TH  MERIDIAN s 
Sections  1  to  7  inclusive;,  9  to  11  inclusive 5 
Legal  Subdivisions  1  to  13  inclusive ,  South 
half  of  14  and  Legal  Subdivisions  15  and  16 
of  Section  12 |  Sections  13  to  20  inclusive ; 

Legal  Subdivisions  1  to  3  inclusive  and  5  to 
16  inclusive  in  Section  21  and  Sections  22  to 
36  inclusive o 

AND 

TOWNSHIP  16,  RANGE  4,  WEST  OF  THE  4TH  MERIDIAN  s 
Sections  1  to  7  inclusive,  9  to  12  inclusive, 

14  to  25  inclusive ^  the  North-east  quarter  of 
Section  26  and  Sections  27  to  36  inclusive „ 

AND 

TOWNSHIP  15,  RANGE  5,  WEST  OF  THE  4TH  MERIDIANS 
Sections  1  and  2,  11  to  14  inclusive,  23  to  25 

inclusive,  35  and  36» 

AND 

TOWNSHIP  16,  RANGE  5,  WEST  OF  THE  4TH  MERIDIANS 
Sections  1  and  2,  11  to  14  inclusive,  24,  ^5  and 

36 . 
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4°  The  Permittee  shall  satisfy  the  Board  prior  to  June  1, 
1962,  that  arrangements  have  been  completed  for  the  sale  of  the 
gas  in  an  extraprovincial  market  or  to  a  company  serving  an  extra¬ 
provincial  market  and  that  arrangements  have  been  completed  for 
financing  the  construction  of  any  required  transportation  facilities 
and  that  construction  will  commence  not  later  than  October  1^ 

1962,  unless,  upon  application  by  the  Permittee,  later  dates  are 
stipulated  by  the  Board 0 

5o  The  Permittee  shall  remove  or  cause  to  be  removed 
pursuant  to  this  Permit  only  such  gas  as  is  delivered  by  it  at 
a  point  within  the  Province  approved  by  the  Board  to  a  pipe  line 
used  for  the  transportation  of  gas  to  an  extra  provincial  market,, 

60  (l)  All  gas  removed  from  the  Province  pursuant  to 

this  Permit  shall  be  measured  by  the  Permittee  by  a  master 
meter  approved  by  the  Board  and  located  at  the  point  of  delivery 
referred  to  in  clause  5  of  these  terms  and  conditions 0 

(2)  The  specific  gravity  and  higher  heating  value  of 
all  gas  removed  from  the  Province  pursuant  to  this  Permit  shall 
be  measured  by  the  Permittee  at  the  said  point „ 

(3)  The  measurement  required  by  this  clause  shall  be 
made  in  a  manner  approved  by  the  Board  and  shall  be  reported 
monthly  in  a  manner  approved  by  the  Board » 

70  Notwithstanding  the  provisions  of  any  contract  for  the 
purchase  or  any  other  acquisition  of  gas,  the  Board  may  require 
the  extraction  of  any  substance  or  substances  except  methane  from 
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any  gas  before  its  removal  from  the  Province  pursuant  to  this 
Permit. 

8.  The  Permittee  will  supply  gas  at  a  reasonable  price 
to  any  community  or  consumer  within  the  Province  that  is  will¬ 
ing  to  take  delivery  of  gas  at  a  point  on  the  pipe  line  trans¬ 
mitting  the  gas  and  that,  in  the  opinion  of  the  Board,  can 
reasonably  be  so  supplied  by  the  Permittee;  provided,  however, 
that  the  volume  of  gas  produced  from  the  lands  described  in 
clause  3  of  these  terms  and  conditions  which  the  Permittee  or 
any  other  member  of  the  Mic  Mac  group  may  hereby  be  required 
to  supply  to  the  City  of  Medicine  Hat  and  any  other  community 
or  consumer  in  the  Province  shall  not  exceed  20,000,000,000 
cubic  feet. 

9.  If  any  community  or  consumer  is  willing  to  take 
delivery  of  gas  pursuant  to  clause  8  of  these  terms  and 
conditions  and  agreement  on  the  price  to  be  paid  for  the 
gas  cannot  be  reached,  the  price  to  be  paid  shall  be  det¬ 
ermined  by  the  Public  Utilities  Board  on  the  application 
of  an  interested  party. 

10.  Subject  to  section  14  of  the  Act,  all  quantities 
of  gas  for  the  purpose  of  this  Permit  shall  be  referred  to 
a  14.65  pounds  per  square  inch  absolute  pressure  base  and  a 
60  degree  Fahrenheit  temperature  base. 

11.  Notwithstanding  the  provisions  hereof,  the  Permittee 
shall  comply  with  the  provisions  of  any  Act,  competent  regul- 
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ation,  order  or  direction  governing  the  drilling  for,  the 
production,  conservation,  gathering,  transportation,  proces¬ 
sing,  purchasing,  acquisition,  sale,  measurement,  reporting, 
testing,  supply  or  delivery  of  gas  within  the  Province., 

MADE  at  the  City  of  Calgary,  in  the  Province  of 
Alberta,  this  1st  day  of  June,  A„D.  196lo 

OIL  AND  GAS  CONSERVATION  BOARD, 


